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EDITORIAL DEPARTMENT NOTE 


One of the significant devel in the accounting field is the constant 
addition of staff men in the offices of well organized accounting departments 
for the purpose of making an impartial investigation and report on the 
various phases of a firm’s accounting procedures and for the purpose of keep- 
ing up to date on all pertinent developments in the field in general. For 
example, some concerns employ specialists to deal with the subject of adap- 
tation of mechanical equipment to their accounting work. Others use the 
time of one or more people to keep up a constant revision and review of the 
whole form and record structure of the department. These are evidences 
of a healthy attitude on the part of executives toward accounting and we 
are presenting at this time a brief description of a part of the work of such 
a specialist. ? 

One of the significant characteristics of the thinking of too many ac- 
countants is the desire to get a “system” that will solve their problems 
rather than the desire to gain a knowledge of basic principles and then sit 
down and think through the problem that they have to a satisfactory solu- 
tion as applied to an individual case. If this bulletin does no more than 
make some accountants see the need of individual study before individual 
systems can be designed and installed, it will have justified its publication. 

The author of this paper, Mr. W. Ingram Parke, is a Canadian by birth, 
but apparently has left his snowshoes permanently behind for he now re- 
sides in sunny California. Following the usual high school education, he 
took work in bookkeeping in a business college and has since carried on 
study in accounting through the Extension Divisions of two well-known 
schools. From 1916 to 1919, he was serving first in the Canadian Army 
in England and France and for the last year of the war, as a second lieu- 
tenant in the Royal Air Force. His business experience began with a gen- 
eral and cost accounting position with Charles H. Peterson, of Vancouver, 
B. C., Canada, and from 1922 to June, 1930, he was with the Southern Cali- 
fornia Gas Company at Los Angeles, and at the time of eee this 
paper was Research Assistant in the Research and Revision Department 
of that company. Since June, 1930, he has been with Cerf & Cooper, Cer- 
tified Accountants of San Francisco. His work since 1928 is of particular 
interest, for it has taken him through experience in the revision of classi- 
fications of accounts, machine bookkeeping, merchandise accounting, civil 
engineering, and the working out of procedures for a number of different 
phases of the business of the public utility with which he was connected. 
He has served in both the American Gas Association and the Pacific Coast 
Gas Association and was at the time of his removal to San Francisco the 
newly elected Secretary of our Los Angeles Chapter for the year 1930-1931 
and served that chapter last year as Director in Charge of Program. This 
paper was delivered before the Los Angeles Chapter at its closing meeting 


last May. 
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PLANNING AND INSTALLING SYSTEMS 


Assignment of Work. Problems and proposals coming to a de- 
partment such as ours are diversified as to their origin, their nature, 
and, therefore, their treatment. Some of our jobs are suggested 
by the management to initiate investigations of practices that are 
believed to be too costly, or practices that are not producing satis- 
factory results. Other jobs are suggested by department heads 
who seek assistance either in improving their methods, in reducing 
their departmental costs, or in securing better coordination with 
other departments. Occasionally an assignment requires only an 
analysis of the advantages and disadvantages of a plan or proposal 
from which we may or may not be expected to draw any definite 
conclusions. Sometimes an assignment requires us to report only 
our findings as to existing conditions with or without our recom- 
mendations for changing those conditions. 

While all these and many other elements enter into our work, 
probably the biggest tasks we have assigned to us are those which 
involve the planning or revision of systems and the installation of 
new practices or revised methods. These assignments usually 
come after the management and department heads have recognized 
a need for new procedures or revision of the old. In many of 
these cases we are told that certain results, hitherto unattained, are 
desired; that the existing procedures are unsatisfactory, usually 
because they are too costly ; or that there are apparent unnecessary 
delays or inconveniences in the company’s operations or its render- 
ing of service to its customers. 

So that we may have a more definite record of our assignments 
than merely verbal instructions, and that we may systematize our 
own work, we have a form of assignment authorization called 
“Research and Revision Record” which is illustrated in Figure 1. 
As may be seen in the case exemplified, such a job as this discus- 
sion deals with, would be so worded as to cover “the formulation 
of a plan, the devising of procedures, the designing of forms, the 
drafting of instructions, and the installation work necessary to 
make the plan effective”. There you have, in a few words, the 
procedure that is to be followed by the member of a Research and 
Revision Department to whom such a job is assigned. That is all 
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RESEARCH AND REVISION RECORD 


Job No. 1001 
Name of Job Merchandise Accounting 
Suggested by A.B. See Authorized by D. E. Eff 
Assigned to B.C. Dee Date June 20, 1928 


Estimated Time 1000 Hours 


Description of Assignment 


To formulate a plan of accounting for revenues and expenses of 
the Merchandising Department, to devise the necessary procedures, 
to design forms, to draft instructions, and to install the approved 
plan. 


Comments 
Monthly statements of profit and loss now being issued by the 
Auditing Department are believed to be misleading, inaccurate, and 
inadequate. 
It is known that some of the larger Eastern utilities have de- 
veloped Merchandise Acconting plans that may be used for 


guidance. 


Description of Accomplishment 


Report No. 31 submitted August 7, 1928 

Approved plan made effective November 1, 1928 

Report No. 33 submitted November 23, 1928 

Classification of Merchandising Accounts issued February 12, 1929 


Date Completed September 9, 1929 Total Time 1470 Hours 


Figure 1. 
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there is to do. It may be entirely described in half a dozen typed 
lines. It seems easy from such a description, but the thought, 
work, worry, tact, salesmanship, and patience usually required on 
these jobs, have to be experienced to be appreciated. But that is 
what makes it interesting. 

One of the purposes and advantages of carefully describing the 
assignment is that in so doing you more clearly define your objec- 
tive. The requirements of the system to be planned must be ascer- 
tained and analyzed. The results to be obtained must be under- 
stood. If they are not clearly defined for you, you should determine 
them for yourself. You must have an objective, in other words. 
This objective should be kept in mind throughout your work be- 
cause an important detail may be omitted in your plan if you lose 
sight of your objective. On the other hand, the mistake of at- 
tempting to cover too much ground may be made if you allow your- 
self to be side-tracked into dealing with issues that need not be 
involved. 

PLANNING 

The planning process in such jobs usually consists principally of 
accumulating, examining, arranging, and recording ideas from 
various sources. 

Accumulating Ideas. You can obtain ideas while familiarizing 
yourself with existing practices. It is not always that there are 
existing practices to study, but there usually is something being 
done along the same or a similar line as that on which you are 
working. In cases of revision, of course, you have the present 
method to study and criticize. In your search for ideas you can 
often turn to the experience and opinions of others. The opinions 
and ideas of the persons closely connected with existing practices 
may be valuable. Description of practices along similar lines in 
other concerns in the same or other industries, if conveniently lo- 
cated, can be obtained usually by personal solicitation, which is the 
preferable way, or by letter where distance makes it necessary. 
Trade associations are sometimes able and willing to furnish some 
information about the practices in general use in their member 
companies. 

Such organizations as the National Association of Cost Ac- 
countants maintain research departments that often have valu- 
able information that may direct your thoughts to good ideas. 
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Reading such papers and reports as may be available on the sub- 
ject helps also to stimulate your thought. These are sources of 
ideas only, not plans, and the possibility of overloading your 
mind with a mass of details, that you cannot possibly use, must 
be guarded against. 

It is a rare instance indeed when an apparently successful 
practice taken from the experience of others, even in the same 
industry, can be transplanted bodily into your organization. As 
organizations differ, so do conditions, and you must study the 
conditions in your own company before you can pick out any 
features of other plans about which you may attempt to build. 

In defining your objective, in studying existing practices, in talk- 
ing with others, in reading, and in studying conditions, you have, in 
the majority of cases, developed the basic features of a plan. It 
may be crude, and it may lack many essential details, but it is a 
nucleus about which you may build. It may be necessary to come 
back to this point more than once, for it is possible to find that 
many of the details built around it may have to be discarded 
after careful consideration. It may even be necessary to go 
back further and start from a new basic idea. 

Recording Ideas. The most important thing to be done now is 
to get something on paper. At first it may be only a rough draft 
of the primary features of the plan you have in mind. Then, as 
you work out the details, you start building up a written descrip- 
tion of a plan which, while it may be far from what the final 
system will be, is nevertheless a suggested procedure and a basis 
for discussion. 

In cases where printed forms are involved it is usually advis- 
able to prepare rough drafts of the new or revised forms that 
will be required. At this stage it is seldom necessary to go into 
the size or arrangement of the forms although cases arise where 
some details have to be considered. The practicability of pro- 
ducing a certain number of carbon copies of a form may be all 
important and perhaps a deciding factor in the retention or dis- 
carding of a major feature of a plan. Generally the drafts of 
the forms, at this time, need only portray an idea of the data 
that is to be shown on the forms or provided by them. 

In working out the details of your plan it will often be found 
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that you are faced with more than one possible way to perform 
an operation, or more than one place in the organization where 
it may be done. In such cases, when a skeleton procedure is being 
built up, it is perhaps best to assume the method or location that 
appears to be most logical. After due consideration, it may be 
found that the most logical is not the most economical ; it may not 
provide the smoothest operation; or it may not provide the best 
records. Then you may be guided by the prevailing factor which 
may be cost of operation or other features that may be more 
desirable. 

For instance, in an Accounts Payable plan, it may be necessary 
to decide whether the initial receipt and registering of invoices 
should be by the Purchasing Department or the Auditing De- 
partment. The Auditing Department may seem to be the logical 
place but, to adopt such a practice, may necessitate extra han- 
dling and bothersome control methods. Possibly this would be 
more costly than would be the case if the Auditing Department did 
not handle the invoices until the Purchasing Department had 
completed all their operations with them. On the other hand, 
if conditions as to personnel or location were such that smooth- 
ness of operativn or reliability of records would be sacrificed by 
doing it in the most economical place, it may be desirable to es- 
tablish the practice of doing it elsewhere. 

Where several sections, divisions, or departments are involved 
in a procedure and copies of forms must be passed from one to 
another, it is usually advisable to diagrammatically chart the flow 
of forms through the various steps that are contemplated. Such 
a routing chart helps wonderfully to keep the steps clear in your 
mind and will assist in ironing out rough spots in the procedures. 
Unduly complicated routing or excessive handling will be made 
apparent whereas such faults may be buried in a written descrip- 
tion of the proposed procedures. These charts in their final form 
are useful in picturing the approved plan to those whose duty 
it will be to operate it. An example of a chart of this kind is 
shown in Figure 2. : 

Discussion of Ideas. By now your plan is possibly sufficiently 
formulated to discuss it with the executives or supervisors of the 
departments involved. This is where you bump up against dis- 
couraging obstacles that sometimes look like high stone walls but 
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may be really only low hurdles if considered in the proper per- 
spective and handled in a diplomatic way. Here is where your 
allotment of tact may become depleted. When you were study- 
ing existing practices, you were tolerated by some departments 
because, perhaps, they considered you a harmless investigator 
who did no worse than ask “fool” questions. But now, when you 
bring them a plan that suggests possible radical changes in their 
methods or, at best, some “foolish ideas” as to how they should 
do their work, their attitude may become antagonistic if not belli- 
gerent. It is human nature to resent intrusion, so you must not 
judge such people too harshly. Rather attempt to win them to 
your side of the fence. 

Little things make considerable difference in such situations 
and you must feel your way carefully at times. For instance, if 
you are working on a Payroll Accounting plan that involves 


‘changes of routines in the Production Department, do not ap- 


proach the Production Superintendent just after he has “thrown 
a fit” over some erroneous labor costs, that have ben furnished 
to him by the Payroll Department, unless your plan contemplates 
the elimination of such errors. Another mistake that may get 
you off to a poor start is to take your plan to a department head 
with a sales talk that casts reflections on the way the work has 
been done in his department under existing practices. If possible, 
get him to suggest the weaknesses of the present method and sell 
your plan on the strength of its promise to remove such weak- 
nesses. 

A department head usually wants to know how the plan is going 
to effect his department; that is, the kind and volume of work 
that is going to be required of the employees under his supervision. 
He will want to know how it is going to affect his departmental 
costs; and how his department is going to benefit from the new 
system or the revision of the system in use. You must be pre- 
pared to satisfy him on such points if you are to get his whole- 
hearted approval and support. 

Of course you will not always be right. You are going to meet 
up with department heads whose objections to your plan, or de- 
tails of it, are legitimate. You must be quick to see the value of 
such objections and the suggestions which will follow if you ask 
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for them. You must be quick to admit a weakness in your plan 
and take steps to revise your plan accordingly. 

Recommending the Plan. After having given effect to the 
modifications which have been suggested by your discussion with 
others and further consideration of your plan, you should now be 
able to prepare a final draft of the procedures that you are to 
recommend for installation. Before you take this final step, it is 
always well to carefully examine your plan to see if you have re- 
duced it to essentials ; see that all unnecessary frills have been re- 
moved. You should examine it to see if it has logical arrange- 
ment ; see if the steps come in the proper order. And finally, you 
should examine it to see if it will produce the desired results ; see 
how it hits the original objective with which you started. 

In most organizations, such a recommendation as you are now 
to make has to be considered by one or more executives, a com- 
mittee, or, perhaps, the Board of Directors. Before steps can be 
taken to install your system, it must be sold to these officials or 
executives. Some executives do not want to be bothered with de- 
tails, others demand them. In cases where the elimination of de- 
tails from your recommendations is desirable, you should limit 
your sales arguments to such essentials as,— 

(a) What is going to be produced or, in cases of revision, 
what is going to be produced that was not being pro- 
duced before, 

(b) When it is going to be produced, 

(c) How much it is going to cost to install the new system 
or revise the old, ’ 

(d) How much it is going to cost to operate the new sys- 
tem or how much more or less than the old system it is 
going to cost to operate it. 

Different executives require different information on which to base 
their decision but those few items are usually required. From 
that extreme you may have to go to the other in which it may be 
necessary to submit the detailed draft of your plan and an analysis 
of the expected and existing costs of operation. 

If you have a workable plan that promises a saving in cost, or 
one that promises increased production at the same or only slightly 
increased cost, you will probably encounter no trouble in having 
your recommendation approved. 
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INSTALLATION 


Following its approval, your plan is to be installed and, in some 
cases, the real work is just commencing. The task of making a 
theoretically good system actually effective, under some conditions, 
may be a discouraging and tedious job. It is impossible to foresee 
all the difficulties that may arise but steps can be taken, in planning 
your procedures for installing the system, that may avoid some of 
the usual difficulties. 

Preparatory Work. In the first place, the success of the in- 
stallation will depend to a great extent on the personnel that is to 
do the work involved in the operation of the system. You must 
pick the personnel carefully, having in mind the relative importance 
of the work of each to the successful operation of the planned 
system. 

The printed forms that are to be used must be designed carefully 


‘and prepared for the printer. An entire paper could be written 


on this subject alone. I have read that two men were once work- 
ing over a form. One questioned the necessity of including certain 
items. “Oh, put them in,” the other said, “I may need them some- 
time”. And so half a dozen people will collect, enter, transfer, and 
record practically useless data, possibly for years to come, simply 
because a shortsighted man saw a form as nothing more than a 
piece of paper with some words printed on it. 

Briefly, some of the points te be watched in designing forms are, 
(a) Arrangement of data. 

The proper arrangement of essential data must give consid- 
eration to the ease with which the form may be filled in or 
used. Poorly arranged forms can be constant sources of an- 
noyance to the people who use them. 

(b) Kind and weight of paper. 

Only after considering whether the form is to be made out 
with pencil, pen, typewriter, or is to be used for special pur- 
poses, can you decide on the finish to be required. Also, consid- 
eration must be given to the life of the form after it is filled 
in before you can correctly specify the quality and weight. 

(c) Size of forms. 

Consideration must be given to the method of filing to be 

used, as well as the desirability of cutting the stock without 
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waste from standard size sheets, in deciding on the size of a 
form. 


(d) Color of forms. 
The utilization of different colors to indicate various copies, 
or different kinds of records, should be considered. 


(e) Quantity to be printed. 

A temptation must be overcome in this respect. It is tempt- 
ing to print large quantities to get low prices but this may 
result in large inventories and waste. A happy medium should 
be sought. 

Many other details such as color of ink for printing and ruling, 
punching, binding, and so on, must be decided before you can turn 
your forms over to the printer. 


Written instructions for the operation of the system to be in- 
stalled, or for the revised system, will be found advisable if not 
essential. Whether they are typed or printed, they provide an au- 
thoritative source of information for the guidance of the em- 
ployees who are to operate the system and, later, for new em- 
ployees. There are many good reasons for providing an office 
manual in some offices, or departmental manuals in operating de- 
partments. The instructions covering the procedures for a new or 
revised system may be so written and issued as to form the nucleus 
for such a manual. We have established the practice in our com- 
pany of issuing printed instructions covering many phases of the 
company’s operations but usually initiated in each instance by a 
new procedure being established or an old one being revised. To 
attempt to write and edit instructions to cover all operations of all 
departments would be a stupendous task, but the manner in which 
it is being done will result in the gradual building up of a manual. 
Our instructions include cuts of typically filled-in forms involved 
in the procedures embodied in each instruction and, in each case, 
it is prescribed how, when, and where each operation is to be 
performed. 

Education of Employees. Having picked and arranged your per- 
sonnel, having had your forms printed, and having had your in- 
structions written, you have now to get these three elemenis to- 
gether. In other words you must attempt to educate the employees 
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who are to be involved in the system as to how they are to oper- 
ate it and how they are to use the forms. 

Of course, in simple matters, it may be quite safe to leave it 
to the employees to study the written instructions, or to leave 
such education as is necessary to their immediate superiors but, 
in most cases, it is desirable to undertake personally the education 
of the employees. The personal contact will help you as much 
as it will them. 

In installing a certain revised accounting system that almost 
amounted to a new system, in that it was a radical change, we 
learned from practical experience that it is best to talk directly 
with the employees who are to do the work. In the case referred 
to, the system was to be installed as standard practice in five geo- 
graphical divisions of our company and it involved employees of 
four departments in each division. Seven forms, several of which 


‘had as many as four copies, were to be used. The new pro- 


cedures were to be made effective simultaneously throughout the 
company, so it was obviously impossible to give personal assist- 
ance in the actual installation. About two weeks before it was 
to be effective, we started on a schedule of visiting the divisions. 
In three of the divisions evening meetings were arranged in 
which were assembled all the employees whose work would be 
affected by the new procedures. At these meetings, we distri- 
buted samples of the forms and explained their uses. By means 
of charts, similar to those in Figures 3 and 4, we described the 
procedures to be followed by each department. Many questions 
were asked and answered and, at the close of each of those meet- 
ings, we felt reasonably sure that most of the employees, at least, 
knew what it was all about. In each of the divisions a few days 
were spent going among the district offices to answer the questions 
of those whose minds were still hazy on some phases of the 
system, and to deliver the instructions and discuss them with the 
supervisors. 

In two divisions, no general assembly of employees was ar- 
ranged. In those cases, we merely visited the offices and ex- 
plained the plan to the supervisors. As the results of the use of 
two methods were available for comparison, we came to the 
conclusion, after the system had been operating for a couple of 
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months, that the best results were obtained in those divisions in 
which meetings were held. In fact, in one of the other divisions, 
such a meeting was requested after about a month’s time and a 
noticeable improvement in the operation of the system was the 
result. In the other division, which was conveniently located, 
personal attention and supervision was necessary for the smooth 
and successful operation of the system. 

The Finishing Touches. Wherever it is practicable to do so, per- 
sonal assistance and guidance is essential in the first few weeks, or 
perhaps months, after a new system is made effective. Some- 
times a trial period is decided on, but in most cases close observa- 
tion and supervision is the best method to insure successful oper- 
ation. 

During the observation period many suggestions for improve- 
ments in the plan will present themselves. Many minor difficul- 
ties, to be discovered when a system is actually put into practice, 
may be expected. If your theoretical plan is based on sound 
facts and careful reasoning, these necessary adjustments will be 
only minor and will not materially change your plan. 

When the point has been reached where the plan is working 
smoothly, the desired results are being produced, the work is 
being completed on schedule, and it is all being done at a rea- 
sonable cost, then you have attained the objective in practice that 
had been planned in theory. You then can pass on to your next 
job with a feeling of satisfaction derived from a job well done. 
Figures 5 and 6 are submitted as brief pictorial summaries of 
the steps through which you may pass to-reach this goal. 
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